PUBLIC LAW 104-188-2AUG. 20,1996 110 STAT. 
1871 


5 bo VALUATION OF QUALIFIED PAYMENTS WHERE 


LTOUIDATION, ETC. RIGHTS{#{In the case of an 
avovlicable 
! tained _interest which is. described in 


bvnaraaranh (BY(i) 
but not subparagraph (B)(ii)) the value of the 
distribution 


riaht. shall pe determined without regard to 
this section 
(2) Section 2701(a\(3(B) is amended bv inserting CERTAIN" 
pete "QUALIFIED" in the heading thereof. 
Sections 2701 (d)(1) d (d)(4) are each amended bv 
simiking g Upsection (a)(3)(B)® and inserting "subsection (a)(3) 
) or ( 
(2) Clause (i) of section 2701(@)(4\(B) is 


amended bv insert- 
ina "(or. to the extent. vrovided in fequlationsl 
the riahts as 


to either income or capital)! after "income and 


capital" 
Pre TA) Section 2701(b)(2) is amended bv addina 
at the end 
thereof the following new subvaraar 
"(C) APPLICABLE FAMILY MEMBERL—=For purnoses of this 

subsection. the term !anvlicable familv member! includes 
anv lineal degcendant of any parent of the transferor or 
the transferor's spouse 
(B)Section 2'701(e)(3) is amended— 

(i) bv strikina subvaraaranvbh (B). and 

(ii) bv striking so much of paraaravh (3) as precedes 

"shall be treated as holdina" and insertina: 

"(3) ATTRIBUTION OF INDIRECT HOLDINGS AND ‘TRANSFERS 

An individual". 

. uae Section 2704(c)(3) is amended by striking 


2701 (eNt3\(All and insertina "section 2701(e)(3)8 
(4) Clause (i) of section 270%(c)(1)(B) is 


amended to read 
as follows: 
"(i) a riaht to distributions ae 
resvect 
anv interest which is iunior to the riahts of 
the trans- 


ferred interest! 

(5\(A) Clause (i) of section 2701(c)(3)(C) is 
amended to 
read as follow 

"GY IN GENERAL/“Payments under any 


interest 
held bv a transferor which (without reaard 
to this 
subvaraaranbh) are qualified pavments shall 
e treated 
as aualified pavments unless the transferor 
elects not 
to treat such vavments as_ aualified 
pavments. Pav- 
ments described in the precedina sentence 
which are 
held bv an anvvlicable family member shall 
e treated 
as dualified navments onlv if such member 
elects fe) 
treat such payments as _ qualified 
pavments 


(B)The first. sentence of section 2701(@)(3)(C)(ii) is amended 
to read as follows: "A transferor or anvlicable familv memher 
holding any distribution right which (without regard to this 


Sup paradrayn) is not_a qualified payment may elect to treat 
such riaht as a qualified payment, to be paid in the 
amounts 
and at the times specified in such election”! 

mele time for making an election under the second 
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sentence oF section 2701(c)(3)(G)() of the Internal Revenue 
Code 
of 1986 (as amended bv subvaraaranph (AW) shall 


not expire 
before the due date (includina extensions) for filina 
the transfer- 
or's return of the tax imposed bv section 2501 of 
such Code 
for the first calendar vear endina after the date 
oO enactment. 
(6) Section 2701(d)(3)(AV(iii) is amended bv 
strikina "the 


period ending on the date of. 


